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EXAMINATION QUESTIONS 
 
 

NOV– 2023  
Question 2(a)                        (3 Marks) 
State (Yes/No) whether the following transactions can be treated as income deemed to accrue or arise in India: 
(i) Hire charges paid outside India for the use of machinery situated in India. 
(ii) Income of a non-resident and non-citizen of India from the shooting of cinematograph film in India. 
(iii) Capital gain arising through a transfer of a house property situated in India, the place of registration and 

the place of payment of consideration being outside India. 
(iv) Salary paid by the Government to a citizen of India for the services rendered outside India. 
(v) Past period foreign untaxed income brought to India during the previous year. 
(vi) Gift received by a non-resident on the occasion of his wedding in India.  
Solution: 
(i) Hire charges paid outside India for the use of machinery situated in India. It is accruing/arising in India 

because source of income is in India. 
(ii) Income of a non-resident and non-citizen of India from the shooting of cinematograph film in India. It is 

income accruing/arising abroad, provided the film is shown outside India. 
(iii) Capital gain arising through a transfer of a house property situated in India, the place of registration and 

the place of payment of consideration being outside India. It is accruing/arising in India because source 
of income is in India. 

(iv) Salary paid by the Government to a citizen of India for the services rendered outside India. It is 
accruing/arising in India. 

(v) Past period foreign untaxed income brought to India during the previous year. Such income is not taxable, 
hence not accruing/arising in India. 

(vi) Gift received by a non-resident on the occasion of his wedding in India. It is accruing/arising in India 
however it is exempt from income tax. 

NOV– 2023  
Question 2(b)                        (4 Marks) 
Mr. Sanjay has following incomes during the previous year 2022-23. Compute taxable income of Mr. Sanjay 
for the assessment year 2023-24 if he is a  
(i) Not Ordinarily resident       (ii) Non resident 
(i) Interest on England Development Bonds (1/3 received in India) ₹ 60,000. 
(ii)  Interest received from a non-resident ₹ 5,000 against a loan given to him to run a business in India. 
(iii)  Royalty received from Akhil, a resident, for technical services given to run a business outside India 

₹20,000. 
(iv)  Income from business in Sri Lanka ₹ 25,000 out of which ₹ 15,000 were received in India. The business 

is controlled from India. 
Solution: 

 NOR NR
(i)(a) Income accruing/arising abroad and received abroad ₹40,000 Nil Nil
(i)(b) Income received in India ₹20,000 20,000 20,000 
(ii) Interest received from a non-resident ₹ 5,000 against a loan given to 
him to run a business in India. 

5,000 5,000 

(iii) Royalty received from Akhil, a resident, for technical services given to 
run a business outside India ₹20,000.

Nil Nil 

(iv)(a) Income accruing/arising abroad and received abroad ₹10,000 10,000 Nil
(iv) Income received in India ₹15,000 15,000 15,000
  

Taxable Income 70,000 60,000
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It is not essential that the assessee should continue to be the owner. 30% of the arrears of rent shall be allowed 
as deduction. Accordingly, the income from house property of Mrs. Rohini Ravi will be calculated as under: 
Self - occupied house at Los Angeles 
Gross Annual Value                                   Nil 
Less: Municipal taxes                                                         Nil 
Net Annual Value                                                Nil 
Less: Statutory deduction under section 24(a) @ 30% of NAV                              Nil 
Less: Interest on Housing Loan u/s 24(b)                                           Nil 
Loss from House property                                   Nil 
Self - occupied property at Chennai 
Gross Annual Value                                   Nil 
Less: Municipal taxes                                                         Nil 
Net Annual Value                                                Nil 
Less: Statutory deduction under section 24(a) @ 30% of NAV                              Nil 
Less: Interest on Housing Loan u/s 24(b)                                                       Nil 
Loss from House property                                   Nil 
Arrears in respect of Bangalore Property (Section 25A) 
Arrears of rent received                                              60,000.00 
Less: Deduction under section 25A @ 30%                                                              (18,000.00) 
Income from House property                       42,000.00 
Note: Calculation of Interest 
Interest for the current year (50,800+1,31,300)                 1,82,100.00 
Add: 1/5th of Prior period interest (49,200 x 1/5)           9,840.00 
Interest deduction allowed u/s 24(b)                   1,91,940.00 
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Income under the head capital gains         
Short term capital gains u/s 111A               120,00,000.00 
Gross Total Income                                        120,00,000.00 
Less: Deduction under Chapter VI-A                      Nil 
Total Income                             120,00,000.00 
Computation of Tax Liability  
Tax on `117,00,000 (`120,00,000 – 3,00,000) @ 15%                17,55,000.00 
Add: Surcharge @ 15%                    2,63,250.00 
Tax before health & education cess                 20,18,250.00 
Add: HEC @ 4%                        80,730.00 
Tax liability                     20,98,980.00 
Solution 15:               ` 
As per the amendments now two house shall be treated as self-occupied. 
House I & II is self-occupied 
 Income from house I & II                                                                                 Nil 
 Income under the head House Property                                                                Nil 
 Add: Unrealised rent received (2,000 – 600)                                     1,400.00 

Income under the head House Property                                                                     1,400.00 
 Income under the head Capital Gains (LTCG)               20,00,000.00 
 Gross Total Income                   20,01,400.00 
 Less: Deduction under Chapter VI-A                                Nil 
 Total Income                   20,01,400.00 
Computation of Tax Liability 
   Normal Income 1,400                       Nil 
   LTCG (20,00,000 – 2,98,600) x 20%                                                                                             3,40,280.00     
 Add: HEC @ 4%                        13,611.20 
 Tax Liability                     3,53,891.20 
 Rounded off u/s 288B                    3,53,890.00 
 
Solution 16:                 ₹ 
 Gross Annual Value                                                                           5,76,000.00 
Working Note:                                                                         ₹ 
(a) Fair Rent (50,000 x 12)                              6,00,000 
(b) Municipal Valuation (47,000 x 12)                         5,64,000 
(c) Higher of (a) or (b)                          6,00,000 
(d) Standard Rent (48,000 x 12)                         5,76,000 
(e) Expected rent {Lower of (c) or (d)}              5,76,000 
(f) Rent Receivable (45,000 x 7)                                     3,15,000 
If there was no vacancy, in that case rent received/receivable would have been 
₹4,05,000 and it was still less than expected rent, therefore GAV shall be expected rent 
GAV                               5,76,000 
 Less: Municipal Tax                                              (56,400.00) 
 Net Annual Value                                      5,19,600.00 
 Less: 30% of NAV u/s 24(a)                                   (1,55,880.00) 
 Less: Interest on capital borrowed u/s 24(b)                                       (42,000.00) 
 Income under the head House Property                                   3,21,720.00 
 Income under the head Capital Gains (LTCG u/s 112)                 7,50,000.00 
   Gross Total Income                          10,71,720.00 
 Less: Deduction under Chapter VI-A                                         Nil 
 Total Income                                                    10,71,720.00 
 


